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1956 (cont'd)

No. Date Subject
15 21 Sep Medical Car for Dependents
16 23 Nov Obtalning U. S. Treasury Checks in Payment of
Confidential Funds Obligations
17 30 Nov Payment of Travel Expenses for New Appointees
18 13 Dec KUBARK Policy Applicable to Payment of Post
Differentials to Employees TDY and on Detail
to Another Post
19 Jan Taxability of Allowance Payments to Contract
Agents
20 3 Aug Inquiries Re: (1) Continuance of Work on Contracts
q
Involving Lapsed Appropriations and(2) The Use of
Expired Funds
21 18 Sep Stateside Storage of HHE for Employees 20414
22 27 Aug Storage of HHE and Travel for Education of
Dependents
23 13 Feb Requirements Covering Memoranda Submitted to the
DD/S, DCI, or DDCI - Comptroller Instruction #19
24 26 Oct Travel Expenses for New Appointees
25 30 Nov Payment of Travel Expenses for New Appointees
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Date

Jan

Jan

Mar

May

May

Jun

Jun

Jul

Jul

Jul

Aug

Aug

Aug

Sep

1956 hn g

Subject

Determination of Constructive Cost of Travel by
Common Carrier

Taxgbility of Allowance Payments to Contract Agents
Claims
Accounting for Confidential Funds- 7/5 2 -c,ov =y o

Policy for Establishing Per Diem and Mileage
Allowances for Travel Within the Continental
U, S.

Recording and Follow-up of Accounts due as a
Result of Liquidation of Proprietary Projects

(a) Payment for Storage of Personal Effects;
Personnel assigned to Non-emergency Areas

(b) Payment of Dependents' Travel Expenses; Travel
to U, S, for Education

Processing of Sensitive Death Claims with the
Bureau of Employees' Compensation

(a) Payment for Storage of Personal Effects;
Personnel assigned to Non-emergency Areas

(b) Payment of Dependents' Travel Expenses; Travel
to U, S. for Education

Dual-Retirement Coverage DA,

Procedure for the Shipment of Household Goods and
Personal Baggage of Agency Personnel |
20414,

Social Security Coverage for Contract Employees
Recelving Taxable Wages on or after 1 Jan 1955
from which no Deductions were made because the
Employees were not on the Payroll when Social
Security Procedures were Implemented by the Agency,

Storage of HHE and Education Travel for De-

pendents

(a) Payment of Storage of Personal Effects; Per~
sonnel assigned to Non-emergency Areas

(b) Payment of Dependents' Travel Expenses; Travel
to U, S, for Education
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HEVORASDUK POR: Depaty Directer (Support)
IMBJACYs Paymert of Travel Hxpsnses for NHew ippointees

APFERRNCD:
approved by ADD/E, 29 Oot 56, subjects Trevel Em-

paxsss for e Appointess.

1. This mesorashnt submits a recomwndstion fer approwval ef
the Depuiy Directar (Support). Such recomssndation ia contained

in parapgraph 4.

2. Eeferunced mesorwndue oontaines an mthorisatien for the

wufmwwmmtwtmnlmmrn
past.  In eollaboration with the doting Comptraller snd

Offise of the General Coumesl, we have formdated

X mnderds {or application of this authority, subject
tommﬂllimlﬂﬁmefhmmwﬂmmmhtm

svailiatiliity of Funds for peyment by the opersilny office coreerned:

8. The individunl is being appeinted to & positian for
wiioh an incressed in-hiving rate has besm authorimed or whleh
meets substantinlly the same standurds as te somreivy of guali~

¥eo for DfPers from Oenerel Counsel duted 26 Ost 56,
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/8/ Lawrence R. Houston 30 Nov., 56
¥ Jate
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tate
Bisagi 1
i : %mncr

(20 ¥ov 56) .
Re ph Z.b. If Security turndown is based on Communist

Party membership or other subversive implications no Payments
would be made as a matter of law. Similarly, if the medical or
administrative disqualification is due to the individual's own
misconduct, I assume there would be no payment as a matter of ‘
policy. These points lhouldm ; -;' the contracts.
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MEMORANIAM FORs Directer of Perscmnel
SUBJECT 1 Travel Expenses for New Appointess

XL

i

REVERENCES 1) Memorandum to Deputy Director (Support)
' ()mmdhmlm

#A F2

cedire ip Proocessing Clarieal Applicants STATIMTL
(2) Memorentim to Deputy Direstor (Support) :
frae Gensyel Coupsol dsted 29 August »
(3) Memcranium to. Gemaral Cowunsel fml Q
-dated 29 August 1956, Subjest -

Trevel

(%) Memcrendum to Genaral Counsel fram Direster of
Personnel dated 26 Septesber 1956, Subject -
Tyavel Expenses for New Appointees
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1. Itilthcopinionofthhdﬂuthstmmymhﬂw p -

asgume the travel expenses of now , from thair hamee to first ggg_g
mtdmmmcmwmmmm.wmtm s\q

ciraumstances 3‘

. If they are appointed to exoepted positions (all
* poni?i&s:\nthc&aemmm).
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b. If & regulation is promulgated providing thet sush

travel expenses are & part of the imdividual's com-
mﬂm,“ifotwnwmﬂmhm-
pensation are saeoded acoordingly.

. As an interim msasure, pending promilgatien of & regulaiion,
mwwtmmwmmmmm(w)w
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4. Tuis offioe would be happy t0 ssaist furiber im eny sapect of
t, this matter. ‘
<
o /
| LAMNENGS R, BOUSTON
Genaral Oounsel
APPROVED:
signed) H. Gates Lloyd
(sige 0CT 0 .-,

H. Gatos ld.owd
hssigtart Aetdmg Deputy Director (Supgort)
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VO .
— 13 Februery 1956
BUDGET - 19
FINANCE - 25
FISCAL - 2h
VD - 12
PAS - 21
COMPTROLLER INSTRUCTION NO. 39 PAS - BheR 5

SUBJECT: Requirements Covering Memorsnda Submitted to the DD/s,
DCI, or DDCI

REFERENCE: Memorandum from Acting Cowptroller to Chiefs of Staffs and
Divisions dated/29 Deczmber 1955 - Subject: Submission of
Approvals by DD/S, DCI, or DDCI — jf . . R ——
’ Nl =192 e
- [
H - j;’
1. PURPOSE '

The purpose of this instructior is to set forth the requirements
covering memorands to be subuitted to the DD/S, DCI, or DDCI which will
permit more expeditious handling and action.

- 2. PROCEDURE
a. All memoranda for submission to the DD/S, DCI, or DDCI shall open
with a sentence similar to onme of the three below:

(1) "“This memorandum is for information on;*; particular reference

is made to paragraphs 3 $ N
- (2) "This memorandum suggests action on the part of the Dp/s (DCI

or DDCI). Such reguested action is contained in paragraph .

(3) "This memorandum contains a recommendation submitted for DD/S
(DCI or DDCI) approval, Such recommendation is contained in
paragraph o

b. All memoranda submitted for DD/S, DCI, or DDCI action requiring
signature denoting approval shall contain:

(1) In the final paragraph a recommendation which clearly briefs the
action recommended.

(2) In the place provided for signature, the words; "The recommen-
dation(s) in paragraph . is (are5 "

Vi

/
b0 __%___ ney oATE .Z_L[i@ﬂ ) S
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b

All wemorands submitted for DD/S siguature shall show on the same
sheet provided for the DD/S signature the concurrence of the office
or staff concerned. :

AN

All memoranda suwbmitted for DCI (DDCIg signature sball show on the
same sheet provided for the DCI (DDCI) signature the concurrence of
the Deputy concerned; and appropriate aubordinate officers. This
reguirement does not, of course, apply to memoranda or letters pre-
pared for DD/B (DCI or DDCI) signature for transmittal outside of
the Agency. In this latter case, the concurrence shall be indicated
on a carbon copy.

This instruction supersedes the instructions contained in the refer-

anced meworandum.

2hl1a,
Deputy Comptroller
/ -If Conat i il Fva e Gl » )"Lfé;’/&;/ ( i} ////_//-):/
iﬂ/", w/ _/'/ & - Q[)
’ «” /'/,_ )
b ] A//Lj . - |
£ 7 s B /1 ,/,/> /’/{/4/ PP /’;’: » Zj/g,/;z’ /(’/ // ILLEGIB
il
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SUBJECT: btorage of Household Etffects and Travel for
Lducalion of Dependents

CONCUR 2

S/

.
i, Gates Lloyd
icting Deputy Director (Support)

27 August 1956
late

— e p— v —

APPROVED EFFECTIVE 1 SEPTEMBIR 1956:

I/
/

4k P W £, SR .nwtﬂ-«-’;l.-‘-ﬁ- et
. ¢y vabell
Acting Director of Central Intelligence

29 Augrust 1950
Date
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: Chief, Procurement Division

SUBJECT: Inquiries Re: (1) Continuance of Work on Contracts

Involving Lapsed Appropristione and (2) The Uee
of Expired Punds

1. You have recently ingquired whether it is possible for our contrectors

to continue working beyond 30 June 1956 on & Fiscal Year 1954 contract and for
us to continue to pay for this work from Fiscal Year 1954 funds. The follow-
mmumispmmmmmmm@hy:

&. In the case of vouchered funds, sny peyment made after Jne
l956mthemdahytheﬂmtrouerﬂemm1rmeal!’wl9 funds
sre to be used. The Comptroller General way psy for (a) work perfarmed

ares not exceeded. FOIAb5S

pot .l..ﬂg;v onte 24/3/F0 w 029725

ORIG COMP 3 on 3 e OL ‘ \,
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d. In samary, psyments hoeanmmmémwu obligatad
sgeinst 1954 {or eny other lspsed yoor) funds, whether vouchered or
mtmm‘mmd,mbem:

{1) ?wmkpufarmdpriortothealmofﬂwﬁmm
involved; or

{2) Yor work performed after 30 June provided the work vus
covered by the original seope of the contract and payment for
&emmzmtmmammmwmmnnrm@mm
criginally oblipgmted under the contrect.

The only difference between vouchered and Confidential Punds insofwr as
the above payments are concerned ig thntaetﬂmnthytaeeauptro}ler
mmmmummmumma@r@rutmm
longer available to the Agency, i.e., 195k, where ss in the cese of
Coafidential Funds setilement within the Ageney requires that payuert
be gharged to currently avallable funds. Hormelly such charges are
made against the oldegt available funds, i.e., in this case 1555,

2. You have also inguired whether it is possible to obligate expired
ﬁmﬁ(rwmhmemtabn@ﬁm@lgﬁifimlmrm)wpay
rwthemkdmeusmmtatddmgtammeofmwmmd
on & eontract placed during the Pisoal Year 195h.

3. Mommngofﬁmtmnurpnﬂmaearammtplmdmm
?iscal!’earlﬁ!skhumnfrectm&nmtorﬁmabmm. Sueh ex-
tensions, if spproved by the contrasting officer, are acceptable and paymants
mrexmmemmwmmmtheamwm.mw
aveilability ef fimds.

le:,—rmvuim
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Retyped.:

BD/COMP/GNM/hQ;é£26 July 1956)

Distribution: .

Orig. & 1 - Addressee
vl = Signer TR

1 - Comptroller o
1 - Gen. Counsel ' N
1 - Budget Division

AL LA TIM
LY 3; IR IR REE:

ARV RS
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23 December 1955

MEMORANDUM FOR: Director of Personnsl
ATTENTION: SCAPS

SUBJECT : Grant of Allowances to Independent Contractors

1. For some time there has been consideration of various questions
relating to the granting of allowances to contract agents and other
independent contractor types. Involved are the various allowances in-
cluding cost~of-living, quarters, education, and in some cases post
differentiasls. Also involved has been the question of the propriety
of exclusions of certain of these allowances for gross exceptions for FOIADb5
Federal income tax purposes.
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4. The basic legal concept of an independent contractor is that
under only & very general stipulation as to the nature in which he
will perform his services he is pald a fee for these services. The
fee ias determinsd on the basis of negotiation considering uniqueness
of his service, the need for his service, and many other factors. It
is true that & person who has been engaged as a contract agent could,
over a period of time, in fact become an employee. If this change in
fact has occurred, it would be appropriate that the type of contract
also be changed to reflect the new status. As a gensral rule, the
current contract should be the controlling factor and unless controverted
by the facts, the presumption would be agalnst a change in status and
the factual inconsistencies must be overwhelming.

5. Viewing the independent contractor in this general light it
ssems clear that in concept he cannot be the recipient of a grant of
sllowances which are authorized to be paid only to employeses. It is
true of course that his fee could be increased to cover these circum-
stances which normally are the occasion for such grants. However, the
increase in his fee is just that. The additionsl compensation is
merely measured by the gulde lines esteblished for cost—of-living or
quarters allowances. It 1s not a true allowance and it is suggested
that both contract terminology and regulatory terminology be changed
to avoid the misconception that the additional amounts paid to
indepsndent contractors are in fact and nature similar to allowances
granted to employees. Such amounte might sell be called "overaeas
ad justments,"

a. The proposed Regulation relating to educatiod
allowances provides in paragraplroovo7-that independent
contractors will not normelly receive education allowances
but as necessary such allowances could be granted al a
condition of bargaining if his services are essential. We
believe that this statement as worded is legally objectionable.
The wording more properly should be that an adjustment to his
basic compensation will be made or can be made not to exceed
the amount authorized for educational allowances to employees.
Such additional amounts as are received by the contract agents
would be additional compensation.

6. There should now be considered the income tax aspects of this
subject. Section 912(1) of the Internal Revenus Code of 1954 provides
that the following items shall not be included in gross income and shall
be exempt from taxation.,

#(1) Cost-of-living Allowances.~-In the case of
civilian officers or employees of the Government
of the United States stationed outside continental
United States, amounts recelved as cost—-of-living
allowances in accordance with regulations approved
by the President."
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a. Internal Revenue has considered the question of whether
quarters allowances properly may be considered a cost=of=living
allowance for purposes of tax exemption. In an unpublished
opinion, Internal Revenue has ruled that the terms fcost-of-1iving"
is construed to include living quarters allowances,, thus, the
following specific types of allowances granted to employees uham are
exempt from Federal income taxations: (1) quarters allowances,
éZ) temporary lodging allowances, (3) cost-of-living allowances,

4) transfer allowances, (5) separation allowances, (6) representation
allowances, and (7) education allowances. Neither foreign
post differentials nor territorial post differentials are exempt
from taxation. They are considered by Internal Revenue in the
absence of any statutory exemptions as taxsble in the same manner
as other sarned incoms.

b. Internal Revenus Service, in view of the use of the words
officer and employee both in the cited statutory exemption and in
the basic authorization, has indicated that the exemption can only
be utilized by officers and employees. With respect to contract
agents, therefore, and any other independent contractor types,
payments of additional amounts which purport to be allowances of
the type granted to employees are subject to Federal income
texation in the same manner as the basic compensation under the
contract. It is possible, as indicated above, that certain persons
vwho are presently included in the contract agent category or in
some independent contractor type category are in fact employees
and should be so considered. If it is so determined then, of course,
they would be entitled to claim the exemption from taxation of
any amounts received as cost~of-living allowances.

c. There should be considered in this cornection the status
of equalization allowances under existing regulations. From &
tax standpoint as to independent contractor types there exists
no basis in law for considering such allowences as exempt from
Federal incoms taxation (equalization allowances are similar in
nature to cost-of-living allowances). Consequsntly, as discussed
above, it is ineppropriate as a matter of concept to consider
amounts paid to independent contractors in the same sense as
equalization allowances paid to staff agents and other employee
categories.

d. An additional question would be raised in the event the
Agency determines that in lieu of what is now known as a quarters
allowance an independent contractor type should be furnished, at
Govermment expense, appropriate living quarters., While section
119 of the Internal Revenue Code of 1954 provides for exolusion
from gross income of the valus of lodging furnished to an employee
for the convenience of the employer again the exemption runs only
in the case of an employse. Consequently, in an independent
contractor situation the value of living quarters received would

Approved For Release 2002/05/“%78-&;7®N0535N{F' A L
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be taxable to the same extent as the basic remuneration
payable. It is possible that distinctions could be drawn
in certain circumstances where the independent contractor
is required by the Agency to live in far more ostentatious
quarters than he would normally utilize in accordance with
his particular station in life. However, such cases could
only be decided by the particular circumstances involved.

7. It is realized that the application of the law as indicated above
will cause some difficulties with respect to many individuals who were un-
aware of their income tax liabilities. However, the mandate of the law
is clear and the Agency has a responsibility to the individuals concerned and
particularly it has a responsibility to the Internal Revenus Serwice. 7
Internal Revenus must rely on the Agency'!s statement of the amount of aﬁ—'lﬁé&{
income received by personnel associated with the Agency. Therefore, we must
in good faith report where necessery in acoordance with established procedures
or advise the individuals the proper taxable compensation in each case. In
view of possible complications, it 1s suggested that your office arrange with
the other interested components of the Agency a program to carry out in
orderly fashion any necessary changes. This Office will be xmi pleased to
assist in whatever way possible.

2014

ActIng Gensral Counsel

cc: Finance
SSA/DDS

w—
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SUBJECT: (Optional)

Obtaining U. S. Treasury Checks in Payment

. of Confidential Funds Obligations STAJOTHR
FROM:
Finance Division 3
Room 2000, I Bldg.
T TAB
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23 October 1956

TO

”"e

Acting Comptroller
FROM

Chief, Finance Division

SUBJECT: Obtalning U, S, Treasury Checks in Payment of Confidential Funds
Obligations ‘ '

1, FROBLEM:

Security and cover conslderations often require that Confidential
Funds obligations be paid by Treasury Check, Present procedures for
obtaining such checks do not afford maximum avallable security and
place an adminlstrative burden on the Director in that many individual
vouchers require his certification, 4lso, security and cover would be
strengthened by payment of salaries and allowances due employees under
official cover by Treasury check rather than commercisl type checks.

2, DISCUSSION:

a. Under present procedures, U, S, Treasury checks in payment of Confiden-
tial Funds obligations are obtained through the Fiscal Division on the
basis of certification by the Director, usually on an individuel vouchsr
basis.

b, Although the process avoids the necessity for furnishing Fiscal Division
with detail to support Schedules of Disbursement, the records of Fiscal
Division necessarily reflect the true identitles of payees, amounts and
patterns of payments, and in some instances reference cryptonyms of
projects, These records are subject to the same scrutiny and examina-
tion by the on-site GAO auditors as any other vouchered funds transaction,
This is considered objectlonal from a security viewpoint,

3. In addition to the compromise with the security procedures normally
accorded Confidentlal Funds transactions inherent in the present procedure,
the necessity for frequent and special certifications by the Director
imposes an administrative burden which is considered unnecessary to the
discharge of his responsibilities for use of Confidentisl Funds,

4. In certaln lsolated instances the necessity for the Director to certify
individusal disbursements has bsen avoided through the expediency of ob-
taining a special blanket certification to cover anticipated expenditures
for given projects. While this procedure serves the purpose of relieving
the Director of some detall in these cases, it 1s not considered desirable
as & general solution to the administrative problem,
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As is evident from the above, the primary security hazard in the present
procedure arises from the fact that transactions must be processed throughsxqa
Fiscal Division and thus must be recorded for review and examination by
the on-site GAO auditors, This hazard would be avoided if Finance Division
were authorized to certify disbursements directly to the
and to obtain Treaswry checks without processing by Fiscal

slon., OSuch procedure would require development of appropriate
accounting processes whereby funds obtained from Treasury by Finance
Division would be reflected through reciprocal accounts on the records FOIAbS
of Fiscal Division,

-2 -

7.

9.

Investigation of Treasury Depertment processes for receiving and recon-
ciling paid checks reveals that, due to the recent adoption of certain
electronic equipment, checks issued against individual Disbursing Officer
accounts are no longer collated by Agency or Disbursing Officer account.
Checks are stored as received with no record made of payees. All recon-
clliation processes are by check number, amount and Disbursing Officer
account, Since each Disbursing Officer account reflects payments on
behalf of seversl egencies, activity in the account is not indicative

of the scope of operations of any single agency. The Treasury Department
maintains no record of payees of checks and relies on the office issuing
the check (in our case - Agency Branch of Disbursing Office) to identify
payees and document the fact that a specific check was issued.

The Branch of the Treaswry Disbursing Office located in the Agency issues
checks on the basis of certified Schedules of Disbursement or payrolls,
Upon release of the checks, the payrolls are returned to Fiscal Division.
A copy of the Schedule of Disbursement is retained for three years and
then destroyed. The report of checks issued maintained by the unit re-
flects only numbers and amounts of checks issued. The only record of
checks drawn maintained by the Treasury Disbursing Branch consists of a
mlerofilm copy of each check, This film is retained by the unit amd is
not mede available to the Treasury Department, The on-site GAO auditors
go goI': examine the activities of the Treasury Disbursing Branch located
n .

The only records available to the Branch of the Ireasury Disbursing Office
after issuence of checks which identify payees are the copies of Schedules
of Disbursement and the mierofilm of the checks, It has been indicated
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that the copy of the Schedule of Disbursement need not be retained by that
office and would be returned to Finance Division on request, FPresently
there is no provision for the disposition of the microfiilm, The possi-~
bility of the Branch releasing the films on checks obtained for Finance
Division for custody by Finance Division is wnder exploration at the
present time, In the meantime, retention by the Disbursing Branch of

the films of checks representing disburasements other than payroll trans-
actlons does not appear to constitute a material security hazard since
the volume of such checks is insignificant in reiation to total checks
issued,

CONCLUSIONS s
Based on the above, it is concluded that:

Maximum desirable security in the use of Treasury checks in payment of
Confidential Funds obligations is not presently being attained,

The necessity for individual certifications by the Director in order to
obtain Treasury checks imposes an administrative burden which should be
alleviated or avoided,

Normel Treasury Disbursing check reconciling processes will afford the
desirable degree of security if arrangements are effected vhereby Finance
Division is authorized to certify and obtain checks in psyment of Confi-
dential Funds obiigations direct from the Treasury Disbursing Branch,

Adjustments of accounting procedures and periodic summerization of Confi-
dential Funds expenditures for certification by the Director will relieve
the Director of considerable administrative detail.

RECOMMENDATIONS ;
It is recommended that:

Appropriate Certifying authority be granted to Finance Division to permit
certification of Schedules of Disbursements to Treasury Department for
issuence of Treesury checks in peyment of Confidentisl Funds obligations,

Appropriate accounting procedures be developed by Technical Accounting

Staff whereby charges to appropriations for funds obtained from Tressury

by Finance Divislon may be trensferred to Fiscal Division, and that the FOIAb5
accounting procedure include provision for control and identification of
Confidential Funds expenditures requiring certification by the Director.
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d. The above procedures be initiated immediately with respect to Confidential
Funds expenditures for projects where Tressury checks have heretofore
been obtained on the basls of individual certification and that the use
of Treasury checks in payment of Confidential Funds obligations be ex—
panded to include payment of salaries, travel expenses, etc., of staff
employees under official cover as appropriate procedures can be developed
and approved in coordination with the Office of Security and Cover Division.

-05747A000500050001-9
T

e. The attached memorandum be forwarded to the Director, Central Intelligenz®s;i:
for his review and approval of the changes in procedure recommended herein.
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